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Highlights of the National
Technical Conference

ble PFP practices on a fee-only basis. Kessler said,

“the 90’s will show an increase in client needs for
planning. ”

“The two day meeting was a resounding
success... The conference schedule included a
well-balanced array of concurrent sessions... The

outlines provided by the top-notch speakers were,
for the most part, outstanding. ” So stated the Jan
uary 1990 issue of Practitioner Publishing Com
pany’s CPA Financial Planner newsletter. These

Stanley Breitbard spoke on the fundamental
characteristics of PFP The topics he addressed
included the notion that PFP should be a specialty
separate and distinct from tax. Breitbard also
noted that technology is essential in the effective
delivery of PFP services.

same sentiments were heard over and over again
from the 250 practitioners who attended the Janu
ary 8-9 conference in Palm Beach Gardens,

Larry Fowler spoke on real-life practice issues
affecting CPAs. His topics included marketing,
fee-based planning, training and recruiting. Fowler

Florida.
Practitioners who attended benefitted in
many ways. In addition to listening to interesting

stated that efficiency and expertise were neces
sary ingredients for a successful PFP practice.

and informative guest speakers for the 29 ses
sions that were offered, conference participants
found opportunities for networking, acquired con
tinuing education credits and received reference
binders with helpful informational materials. In ad
dition, the 70-80 degree Florida weather was a nice
bonus.
Here are some of the conference highlights.

sionals, like accountants and attorneys, are mov
ing into PFP. He also noted that the Tax Reform Act
enabled financial planning to become a separate
and distinct service.

PFP for “Graying America"

Sanford J. Schlesinger, Esq., discussed plan
ning techniques for the fastest growing segment
of the American population. Among the topics cov

PFP Issues
The theme of the Conference was “PFP in the
1990’s.” In his opening remarks, Conference Chair

person Stuart Kessler stated that “PFP is here to
stay” and that CPAs have been operating profita--------------

John Freeman Blake, Esq. spoke on PFP
trends in the 90’s. He suggested that more profes

ered were Medicare, various types of trusts and
powers of attorney. Regarding Medicare,
Schlesinger advised that clients should keep

DIVISION NEWS ALERT

--------------

The 1991 PFP Conference will be held Jan
9-11 at The Hyatt Grand Champions
Resort in Indian Wells, CA. (near Palm
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enough money for 30 months of institutionaliza
tion, because one can apply for Medicare after 30
months. Under federal law, a spouse can keep any

where from $12,000-$60,000. The states have
the power to set different limits, but, at this mo
ment, most have not.
Regarding trusts, he advised that discretion
ary trusts given to third parties for the incapaci
tated’s benefit should include:

■ Additional beneficiaries, such as family members. Inthisway
the trustee has an obligation to look at the needs of the other
beneficiaries;
■ A clause that converts this to a luxury trust if a parent goes
into a nursing home. In so doing, you limit the trustee’s
discretion;
■ A clause that states if the parent goes into a nursing home, his
or her interest in the trust ends; and
■ A remainderman in the trust, as the court has an obligation of
protecting assets for remaindermen.
Regarding powers of attorney, he also advised
when establishing a durable power, it must be in

where the rest aren't and hope that the market
moves into you. ”
In the decade ahead, Lipper noted the need to
move to 25-year maturities from 10-year maturities
and dismiss the idea of considering junk bonds.

In conclusion, Lipper noted that by the year
2000, there will be 57,000 people over the age of

100 and clients’ working lives will equal a third of
their total life. Planners, therefore, have to devise
strategies to stretch their clients’ reserves or to
create new capital to cover this extended life span.

Conference Materials
Copies of conference manuals are available
from the PFP Division at (212) 575-3644 for
$60.00. Tapes of conference sessions are avail

able from Conference Copy, Inc., 204 Avenue M,
Brooklyn, NY 11230. Call (718) 627-9212. Single
tapes are $10.95 and a complete set is $299.95
plus shipping.

Don’t forget to make your reservations for next
year’s conference—January 9-11, 1991 in Indian
Wells, California (near Palm Springs).

writing and must state that “this power of attorney
should not be affected by subsequent disability,

incapacity of the principal, or lapse of time. ” The
advantage of the springing power is that a principal
who is currently in perfect health, and may not wish
to grant immediate broad powers over his or her
property or some portion of it to a third person,
may be able to make a provision for handling of his

or her property in the event of future disability.
Powers of attorney should also be furnished to
doctors and hospitals. Patients should specify
that they be placed in their medical records. All
documents should be signed before at least two
adult witnesses and a notary public.

Kessler Honored by PFP Division
On January 9th, the PFP Division awarded an
Outstanding Service Award to Stuart Kessler at
the PFP Technical Conference. The award is given
to a CPA who served the public interest by enhanc
ing the quality of personal financial planning ser
vices and has served the AICPA’s PFP Division in
an exceptional manner.

In presenting the award, Michael Azorsky,
Chairman of the PFP Executive Committee, listed

Michael Lipper, CEO of Lipper Analytical Se

some of Mr. Kessler’s many accomplishments.
These include being past president of the New
York State Society of CPAs, past member of
the AICPA’s governing Council, past member

curities Corporation, advised that rates of return
on mutual funds in the 1990s will not be near where
they were during the 80’s. Said Lipper, “If you want
to have superior performance, you have to be

of the PFP Executive Committee and chairman of
the PFP Conference for the past 3 years. He is
currently chairman of the AICPA’s Responsibilities
in Tax Practice Subcommittee and a member of

Mutual Funds in the 1990s
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withdrawal of principal by the policy owner es
caped taxation as long as the policy remained in
effect until the insured’s death.
The ability of investment earnings both to
grow, income tax-free, coupled with a stated inter
nal interest rate higher than that on tax-exempt
bonds of equivalent safety, was the primary selling
point for these policies. The death benefit was
viewed as a bonus, particularly if it created the
opportunity to drop some other coverage.
CPAs whose clients request their opinion on

Stuart Kessler (1.)
receives the PFP
Division's Outstanding
Service Award from PFP
Executive Committee
Chairman Michael A.
Azorsky at the PFP
National Technical
Conference.

the AICPA Structure and Governance Special
Committee. He was also praised for his unofficial
role as the PFP Division’s “goodwill ambassador”
to the AICPA, the profession and public, at large.
Mr. Kessler is the senior tax partner of Gold
stein, Golub and Kessler in New York City.

Life Insurance: The New Tax Rules
By Lori A. Dodson, CPA/APFS, and Manager, Personal Finan
cial Planning Services at Kraft Bros., Esstman, Patton & Harrell in
Nashville, Tennessee.

BACKGROUND
During recent years, certain types of life insur
ance policies, especially those requiring a single

large initial premium payment and those allowing
substantial pay-ins of cash in excess of the pre
mium amount, have been marketed to the public as
tax shelters. Such life insurance policies have
served primarily as investment vehicles. The face
amount of life insurance provided was the mini
mum required by tax law, based on the premium
paid, to retain the tax-exempt status of the policy’s
internal earnings. Most of the premium was inves
ted to build cash value, with no tax due on the
earnings as long as the policy remained in effect.
Within limitations, which varied among insurers
and policies, the policy owner could borrow the
earnings at a zero net interest cost and the prin
cipal at a nondeductible net interest cost of 3½%

or less. Both the earnings within the policy and the

the potential tax consequences of insurance prod
ucts should be aware that TAMRA, The Technical
and Miscellaneous Revenue Act of 1988, intro

duced a new set of rules. The intent of these rules
is to curb the use of life insurance contracts to
avoid taxes on investment earnings. TAMRA re
strictions specifically address “front-loading.” If
the investment component of an insurance policy
results from front-loading of excess cash, the earn
ings may compound tax-free for policies issued on

or after June 21, 1988. Tax-free distributions, in
cluding policy loans, are now disallowed for certain

rapidly-funded life insurance contracts, especially
single premium contracts. The new rules accom
plish this by first defining a new type of insurance
contract, as a modified endowment contract
(MEC), and then subjecting distributions from such
a contract to taxation.

MODIFIED ENDOWMENT CONTRACT (MEC)
A MEC is defined as a qualifying life insurance
contract (under requirements imposed under IRS
Code Section 7702) which fails the new “seven
pay test.” An insurance contract will fail the seven
pay test, and thus be classified as a MEC, if during
the first seven contract years the cumulative
amount paid towards the policy exceeds the
amount that would have been paid if the contract
provided paid-up future benefits after seven net
level annual premiums. The seven-pay test is ap
plied when a life insurance contract is issued, dur
ing each of the first seven years of the contract,
and if the contract is materially changed. A life
insurance policy received in exchange for a MEC is
considered a MEC regardless of the seven-pay
test.

TAX CONSEQUENCES
The new rules provide that:

■ Distributions of cash from a MEC are treated (1) as earnings to
the extent there is income accumulated in the policy and (2)
Continued on following page
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■
■

■

■
■

as a return of capital. This represents a reversal of the rules
applicable to most insurance contracts.
Policy loans from a MEC are taxable distributions.
A 10% penalty on taxable distributions from a MEC applies to
the taxpayer, not the insured. Policyholders that are not natu
ral persons, such as corporations, cannot utilize the following
penalty tax exceptions:
1. Distributions made on or after the date on which the
taxpayer attains age 59½;
2. Distributions attributable to the taxpayer’s disability; and
3. Distributions that are partof a series of substantially equal
periodic payments made, at least annually, over the life
expectancy of the taxpayer or the joint life expectancies of
the taxpayer and a beneficiary.
Distributions in the form of dividends from a MEC are not
taxable if retained by the insurerto pay premiumsor purchase
paid-up additions.
A contract policy loan used to pay premiums, or dividends
used to pay principal or interest on a loan, is taxable.
The assignment of a policy as collateral to secure a business
or personal loan is considered received by the policyholder
and the taxpayer’s investment in the contract is increased by
the taxable amount of the loan unless the assignment or
pledge is solely to cover payment of burial or prearranged
funeral expenses and the contract’s death benefit does not
exceed $25,000.

To determine the amount of income, aggregate
all MECs issued by an issuer and its affiliates to a
policyholder during any 12 month period.
The rules discussed in this article can be found
in IRS Code Section 7702A, OBRA Public Laws

payment can either supplement or replace a pen
sion plan.
A nonqualified deferred compensation con

tract usually provides for retirement benefits. It
may also provide death and disability benefits be
fore retirement. An employee should enter into a
nonqualified deferred compensation agreement
prior to the taxable year in which the compensation
is to be earned.
Deferred compensation plans are usually un
funded because funded plans could potentially
create future tax problems. An unfunded plan re

mains the property of the employer and is not ex
empt from creditors. However, an unfunded plan
may contain a contract that is financed through a
funding vehicle such as life insurance, mutual
funds, stocks or other investments.

Nonqualified v. Qualified Plans
Nonqualified plans afford the employer the lux
ury of picking and choosing which employees to

cover in the plan. They also afford greater flex
ibility, as the reporting requirements are less strin
gent than with qualified plans. IRS approval is not
required; however, minimum ERISA requirements

need to be followed.
With qualified plans, all eligible employees must
be covered. Discrimination rules apply, requiring
that certain legal requirements be met—such as
coverage, benefit structure and financing
methods.

Ways to Provide Security for Employees

101-239 and TAMRA Public Laws 100-647.

Deferred compensation arrangements can be
secured in several ways.

Executive Compensation Packages
(Last of a Series]
Nonqualified Deferred Compensation Strategies
Nonqualified deferred compensation strat
egies give the employer another means of retaining
key employees and attracting new ones.
Deferred compensation is an arrangement in
which the employer agrees to make future pay
ments to (1) an employee after retirement or (2) the
employee’s spouse or estate if the employee dies
before retiring. The employer, therefore, agrees to
provide the employee with future payments based
on work currently being performed.
Employees receive payments either as a re
duction in base salary or as an added incentive in

the form of a bonus. A deferred compensation

Corporate-Owned Life Insurance Policy—Mandates that the
corporation be the applicant, policy owner, pre
mium payor and beneficiary for a cash value policy

on the life of the employee covered under the de
ferred compensation arrangement. If the em
ployee becomes disabled and a disability waiver is
attached to the insurance policy, the policy be
comes self-completing.
If the employee dies, the corporation will pay
the employee’s named beneficiary the insurance
proceeds.
The two most common insurance policy fund
ing arrangements are a whole life policy and a life
policy that is paid-up at age 65. The cash values
accumulate in these policies through retirement

age and enable the plan to accumulate a sufficient
amount of cash throughout the employee’s career

AICPA
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to provide the employee with the funds necessary

for retirement. The employee has many settle
ment options as to how to receive this distribution.

A Rabbi Trust—Designed to hold property when

Secular Trust—An irrevocable trust established
for the benefit of the employee, with funds placed
beyond the reach of the employer’s creditors.

Summary

funds set aside are subject to the employer’s

creditors.

Deferred compensation arrangements se
cured through corporate-owned life insurance pol

Reserve Account—Maintained by an employer in a
separate account and invested in various types of

securities. Not protected from employer’s
creditors.

Third-Party Guarantee—Allows the employer to ob
tain a guarantee to pay the employee if the em
ployer defaults.

icies, rabbi trusts, reserve accounts, third-party
guarantees and secular trusts are other ways em
ployers can provide for an employee’s retirement.
These methods are briefly discussed here, but
should be analyzed further before recommen

dations are made to clients. CPAs are advised to
call on employee benefits specialists or other proContinued on following page

Disadvantages

Advantages

Employer
■ Pick and choose any key personnel for the plan.
■ Not required to cover all employees.
■ Slim chance of losing top employees: “lock in" factor
obligates an employee to vest in order to be eligible for
benefits.
■ Employee tends to remain in job now that a valuable
asset—deferred earnings—is being held.
■ Employer may terminate or surrender plan at any time.
■ Minimal ERISA compliance requirements on unfunded
plans.

■ No income tax deduction if the employer contributes
money on behalf of the employee into the plan; rather,
employer receives an income tax deduction when he or
she starts receiving payments from the plan.
■ Deferred compensation payments will be regarded as
wages for Social Security Tax (FICA) or Federal Unem
ployment Tax Act (FUTA) purposes at the later of either
when the services are performed, or when there is no
substantial risk of forfeiture of the employee’s rights to
such payments.

Employee
Additional compensation in the form of a retirement plan
or supplemental pension plan.
No current taxes on income being deferred.
May make contributions in addition to those of employer.
Since employee is, in effect, loaning the money to the
employer, he or she is presently receiving interest on the
accumulated sum and is not required to pay any income
taxes until the money is actually withdrawn—which will
probably be at retirement. By then, employee will proba
bly be in a lower income tax bracket.
Death proceeds received upon the death of the employee
will be free of federal income taxes under IRS Code Sec
tion 101 (a) (1).

■ Becomes an unsecured creditor of the corporation and is
at risk if corporation goes bankrupt.
■ Risks possibility of greater income tax rates—for exam
ple, employee may have to pay a higher percentage of tax
because of future tax rates.
■ Pays tax on retirement benefits received as ordinary in
come under IRS Code Section 61 (a).
■ Pays tax on death benefit proceeds paid to the employee’s
estate or beneficiary as ordinary income when received
under IRS Code Section 691(a). However, the employee’s
beneficiary may receive the first $5,000 of death benefit
income tax free under Section 101(b). The decedent em
ployee’s gross estate will also include the value of an
annuity or other payment due to be received by it under
Section 2039(a).

AICPA
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"The Specialization Accreditation Board is com
mitted to a successful and growing APFS program.
The SAB makes every effort to be responsive to the
needs of the APFS practitioners while still meeting
our primary obligation of administering high
quality specialization programs."

fessionals to review the fine points and legal con
sequences of these methods.
Nonqualified plans afford the employer the
most flexibility when designing deferred compen
sation plans. Insuring the life of a key employee
represents a way in which payments to the plan

can be created from an existing cash fund,
thereby allowing the employer to recover his or her
cost upon the employee’s death.

Update on the APFS Program
Specialization Accreditation Board Stream
lines APFS Renewal Requirements

In December, the Specialization Accreditation

Board voted to make the reaccreditation require
ments less onerous for those members who have
earned the Accredited Personal Financial Spe
cialist (APFS) credential. Reaccreditation is re

quired every three years instead of every year.
This means that for an APFS practitioner to be

reaccredited, every three years he or she must:

■ Be a member in good standing with the AICPA;
■ Have a valid and unrevoked CPA certificate, issued by a
legally constituted state authority;
■ Have at least 750 hours of experience in prescribed disci
plines of PFP over the three preceding years;
■ Have taken at least 72 hours of financial planning courses in
prescribed disciplines every three years; self-study courses
are still limited to 33⅓% of the total hours;
■ Submit a written statement of intent to continue to comply
with all the requirements for reaccreditation; and
■ Submit a completed internal practice review questionnaire.
These new requirements went into effect on
January 1, 1990.

Other Changes
Other changes are taking place in the APFS
program; both in response to comments from
APFS practitioners and as a result of the Institute
gaining more experience dealing with specializa
tion. Other changes include a substantial revision
of the internal practice review questionnaire, re
ducing its size from 20 pages to 3; the creation of a

Practice Aid Developed for PFP Practice Evaluation Process
A practice aid to assist an accredited spe
cialist complete the internal practice review ques
tionnaire has been developed by the PFP Division.
Because this questionnaire is a useful tool for any
CPA who provides personal financial planning
services, a copy will be sent shortly to all PFP Divi
sion members as an update to the Personal Finan
cial Planning Manual.

APFS Examination
In January, the AICPA Examinations Division
mailed the grades to candidates who sat for the
September 1989 APFS examination. There were
127 successful candidates which brings the total
number of accredited specialists to 371.
The Specialization Accreditation Board has

approved changes in the examination content out
line for the 1990 examination. A revised outline will

be sent to all PFP Division members as an update
to the Personal Financial Planning Manual.
The 1990 examination will be given on Sep
tember 14 at approximately 22 locations around
the country. The specific sites will be listed in the
June/July issue of The Planner. For additional infor
mation on the APFS program, call the PFP Division
at (212) 575-3644 and ask for an application and a

copy of the Accredited Personal Financial Spe
cialist Candidates Handbook.

APFS Networking Breakfast
The PFP Division hosted its first APFS break
fast at the PFP Technical Conference in Palm

Beach Gardens, Florida. The conference was co
chaired by Thomas Workman, Jr., CPA/APFS, and

James Shambo, CPA/APFS, Chairman of the
APFS Subcommittee of the Specialization Ac
creditation Board. The breakfast, with over forty

permanent specialization certificate to better re
flect the professional image of APFS practi
tioners; and the creation of an APFS marketing
brochure.

accredited specialists in attendance, was an op
portunity for specialists to network and discuss
concerns relating to the designation, including in
surance and state issues. A similar breakfast will
be held in Palm Springs, California during the 1991

As James H. Naus, Chairman of the SAB, re
cently stated:

PFP Technical Conference which will be held on
January 9-11, 1991.

AICPA
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PFP Division’s Role

Fifth Annual State Society PFP
Committee Chairpersons
Roundtable Meeting
The PFP Division held its fifth annual roundtable meeting for State Society PFP Committee
Chairpersons on January 10 following the PFP
Technical Conference. The meeting which was

chaired by E. Christopher Palmer, PFP Executive
Committee member, and Robert Hoppmann, Flor
ida Institute of CPAs PFP Committee Chair
person, was attended by representatives from
twenty-three states.
The focus of the meeting was on the following
concerns identified in a survey conducted by the
PFP Division:

■ Implementation of the Federal Trade Commission (FTC)
agreement;
■ Promotion of the Accredited Personal Financial Specialist
(APFS) designation;
■ Federal and state legislative issues affecting CPA financial
planners;
■ State society PFP committee’s relationship with the AICPA’s
PFP Division;
■ The Certificate of Educational Achievement (CEA) Program in
Personal Financial Planning; and
■ The PFP public awareness program.

Implementation of the FTC Agreement

Herbert A. Finkston, Director of the AICPA
Professional Ethics Division reported that the FTC
agreement has not been signed and cautioned par
ticipants not to interpret this delay as a sign that
the Commission is contemplating withdrawing its
agreement. He said the Commission has over
turned only two of its decisions in the past 10
years.
While the agreement still protects indepen

dence, he said, it might cause a change in the
public’s perception of CPAs. He also cautioned
participants to look at the position of their state

board of accountancy on commissions and con
tingent fees since only six states (Maryland,
Oklahoma, South Dakota, Texas, Vermont and
Wisconsin) allow them. Therefore, practitioners

may be subject to risk in electing to comply with the
AICPA-FTC agreement, if their state boards ban
their acceptance.
Within 30 to 60 days after the FTC signs the
agreement, the AICPA will issue an exposure draft
providing guidance on the interpretation of the

agreement to its members.

Michael Azorsky, Chairman of the PFP Ex
ecutive Committee, summarized the PFP Divi
sion’s committees’ activities, which include:
■ Petitioning for the authority to set binding standards. As a
senior technical committee of the AICPA, the PFP Executive
Committee is authorized to issue advisory statements on PFP
practice. An advisory statement subcommittee will be
formed to begin drafting advisory statements on PFP
practice;
■ Drafting the conceptual framework of the PFP process. This
project is in the final drafting stage. It will be issued as a
practice aid which also describes the authoritative literature
applicable to PFP services;
■ Getting the AICPA-NASBA Model Bill of Accountancy to in
clude personal advisory services in the definition of public
practice;
■ Working with the AICPA Government Affairs Committee and
the State Legislation Committee to oppose federal and state
legislation having an onerous effect on CPA financial
planners;
■ Developing extensive revisions to the PFP Manuals theareas
of Risk Management and Retirement Planning;
■ Creating a structure for a model program for PFP continuing
professional education; and
■ Providing a listing of members with the APFS designation to
all members holding the APFS designation for networking
purposes and to other interested parties.
He also said that the Division was working with
the AICPA Public Relations Division to actively pro
mote PFP through brochures, media placement

and speeches.

Promotion of the APFS Program

James Wilson, CPA/APFS and member of the
AICPA APFS Subcommittee, gave a brief synop
sis of the APFS program. He acknowledged that
improvements were needed in communications,
public relations and recognition by some state
boards of the public benefit for specialization pro
grams (see the ‘APFS Update” on page 6).
Mr. Wilson stressed the need for cooperation in

the profession to foster the growth and success of
the APFS program. Firm partners need to become
interested in PFP and learn that their firms and
clients will benefit from offering this service. The

AICPA and state societies need to work together
to promote APFS within the profession and to the
public. This promotion would discuss the value of
the APFS designation for the profession and the
public.
Continued on following page
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presentations. She suggested that members who
are committed to contacting the media may do so
on their own or in conjunction with their state soci

Federal and State Legislation Update

Paul Breazeale, member of the PFP Legisla
tion and Regulation Subcommittee, reported that
the SEC staff’s proposal to create self-regulatory
organizations (SRO) for investment advisers was
introduced in the U.S. House of Representatives
and the Senate. Although the proposal does not
directly affect the accounting profession, the
AICPA issued a response opposing the SEC
staff’s view on the accountants’ exclusion and
urged a modification of the proposal to restate,
reinforce and clarify the intent of the exclusion as it
was originally conceived by Congress in 1940. No
action has yet been taken on the bill.

Mr. Breazeale also indicated that various state
legislatures have introduced bills proposing the
licensing and regulation of financial planners, in
cluding CPAs. In some instances, state societies
(e.g., Maryland and Idaho) have been successful
in defeating onerous bills affecting CPA financial
planners while other state societies have not.
In closing, he stressed how important it is that

state society PFP committee members not only
be alert to proposed legislative bills adversely af
fecting CPA financial planners but also notify their
state society executive directors to offer assis
tance. The AICPA’s State Legislation Division in
Washington, D.C. will lend support to oppose
onerous bills such as analyzing the proposed bill or
drafting testimony for the state society.

PFP CEA Program Update
Joe Cote, Vice President of the AICPA CPE
Division, reported on the status of the PFP Certifi
cate of Educational Achievement (CEA) program.
He remarked that the quality of the course mate
rials has improved and is expected to continue to
improve.
The PFP Division reported that it is working
with the CPE Division on developing a new self

study course on how to use The PFP Manual as a
resource tool in solving problems. In addition, the
PFP Professional Education Subcommittee is
working to develop several intermediate and ad
vanced courses.

Public Awareness Update
Ilene Dorn Pollack of the AICPA Public Rela
tions Division reported on her efforts to develop
communications and marketing tools for promot
ing PFP, such as brochures, speeches and slide

ety public relations coordinator.

The PFP Division Hosts Its First
Educators' Forum
The PFP Division held its first Educators’
Forum on January 7, 1990, in Palm Beach Gar
dens, Florida. Thirty-one leading accounting and

finance educators participated in the forum, which
was chaired by Anthony Krzystofik, a faculty
member at the University of Massachusetts and a
member of the PFP Division’s Professional Educa
tion Subcommittee. The meeting was designed to
inform educators about PFP developments and to
help educators’ prepare students for PFP careers

in accounting firms.

AICPA Activities

John F Hudson, Director of the AICPA’s PFP
Division, reported on the Accredited Personal Fi
nancial Specialist (APFS) program and the PFP
Manual.
Jack Marzluft, Chairman of the PFP Profes
sional Education Subcommittee, discussed the
AICPA Certificate of Educational Achievement
program for PFP and reported on the subcommit
tee’s projects and activities. He also stressed the
PFP Division’s willingness to serve as a clear
inghouse for available educational resources.
Rick Elam, AICPA Vice President of Educa
tion, discussed the 150-hour requirement for mem
bership in the AICPA. The requirement takes
effect in the year 2000 and could present signifi

cant opportunities for educating future financial
planners. The participants indicated that, with the
severe shortage of CPAs expected in the future,
PFP courses could attract the best and the bright
est students.

Practice Perspective
Representatives from accounting firms de
scribed their approaches to personal financial

planning. JoelS. Isaacson, who runs the PFP prac
tice of Weber Lipshie & Co. in New York, explained
the PFP process.

Gregory Frazier, a partner at KPMG Peat
Marwick, described the evolution of that firm’s per
sonal financial advisory practice. While the early

AICPA
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years involved primarily income and estate plan

Consensus

ning services for high wealth clients, today’s prac
tice offers a wide range of personal financial
advisory services to a broad client base. Mr.
Frazier suggested that PFP is a significant core

The consensus among those attending the
Forum was that encouraging students’ interest in
PFP is a two-way street. Educators can provide

service within Peat’s tax practice.
Charles R. Kowal, a partner at Ernst & Young,
discussed how they train staff for their personal

financial counseling practice. He reported that
E & Y’s continuing education program consists of
sixteen days of PFP training.
David Kahn, a partner at Goldstein, Golub and
Kessler in New York, discussed some of the con
siderations in starting a PFP practice, indicating

that the key step is the commitment of partners

students with the training; however, merely supply
ing the intellectual tools is not enough. Practi
tioners must also spread the word on campus by
speaking to students whenever possible about the
opportunities to provide PFP services in account
ing firms. It is in the self-interests of both account
ing firms and educators to participate in this effort.

Legislative Activity Affecting
Financial Planners

and resources of the firm.
Michael Azorsky, Chairman of the PFP Ex
ecutive Committee, commented on practitioners’
concerns about liability and practice standards.
He expressed concern about the preparation of
college students for careers in financial planning

because a practitioner’s experience is very impor
tant to becoming a competent financial adviser.

Georgia—A bill (HB-1463) was introduced in the
House to exclude licensed CPAs from its financial
planning law if they do not accept commissions,

Preparation of Students for PFP Practice in Accounting Firms

Don Marshall and Barry Broden, members of
the PFP Professional Education Subcommittee,
discussed a survey they are presently conducting
of PFP programs at the graduate, undergraduate
and continuing education level. Preliminary results
show that most accounting departments have little
or no information about PFP developments within

the accounting profession. The survey results are
expected to provide information for a published
directory of PFP education programs which will
lead to providing interested schools with guidelines
for developing courses or a curriculum in PFP
Schools with established PFP programs dis
cussed recent changes in the PFP program’s en
rollees. For example, students enrolled in Old
Dominion University’s PFP program are lawyers,

CPAs and insurance professionals who want to
add PFP to an established practice—not people
interested in starting a new practice.

Historical Perspective

Robert F. Bohn, Deanof the School of Financial
Services at Golden Gate University in San Fran
cisco, California and former President of the Acad
emy of Financial Services, summarized the evolu
tion of financial planning organizations and

designations.

Since January, eight state legislatures intro
duced new bills affecting financial planners. These
bills could affect CPAs that provide general advice
about securities or who call themselves financial
planners. A summary of state-by-state legislative
activity follows:

take custody of client funds or recommend the
purchase of specific securities to clients. The bill
passed both the House and Senate without op
position. It is awaiting approval by the Governor.

Indiana—A bill (HB-1366) was introduced in the
House, which amends the securities law to expand
the definition of an investment advisor to include
financial planner and anyone professing to be a
financial planner or similar type of adviser or con
sultant. The bill would exclude CPAs or registered
public accountants if they do not take custody of
any client funds, accept a commission for referral
to a client of financial products or services of oth

ers, or provide specific advice on securities. The
bill passed the House. It was amended and passed
the Senate without the financial planning provi
sions, including the CPA exclusion language.

Missouri—A bill (HB-1664) was introduced in the
House to expand the definition of investment ad
viser under the securities law to include financial
planners and individuals who hold out as providing
such services. The bill is pending in the Committee
on the Judiciary.

New Hampshire—A bill (HB-1293) was introduced
to amend the state’s securities law to redefine an
investment adviser to include an accountant who
has securities under his or her care, supervision or
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cerning education and examination requirements.

control. The bill would also raise the amount of

The bill passed the House and is pending the
Senate.

surety bonds for investment advisers from
$25,000 to $200,000. The Committee on Com
merce held a hearing and requested an interim
study of the issue.

New Jersey—Identical bills (AB-1190 and
SB-1314) were introduced in the Assembly and in
the Senate, which would require the registration of
financial planners as investment advisers. The bills
would regulate financial planners or anyone else
who receives compensation for providing advice

to others on how to manage their financial affairs
or achieve their overall financial goals. In addition,
the proposed bills would apply to anyone holding
out as providing those services.

Oklahoma—Legislation was introduced in the
Oklahoma House (HB-2183) to create a financial
planner licensing act. The bill is pending in the Com

mittee on Banking.

Utah—A bill (HB-127) was introduced into the
House, which would amend the securities law to
include financial planners or anyone holding out as
a financial planner within the definition of invest
ment adviser. It requires financial planners to dis
close certain information to clients and gives the
securities division authority to establish rules con
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West Virginia—A bill (SB-83 and HB-4163) was in
troduced into the Senate and House, which re
lates to the regulation of financial advisers and
penalties. The definition of investment adviser
would include financial planners or other persons
who, as an integral component of other financially
related services, provide investment advisory
services to others for compensation and as part of

a business, or who hold themselves out as provid
ing the foregoing investment advisory services to
others for compensation. HB4163 was approved
by the House Committee on Banking and Insur
ance, with an amendment excluding licensed
CPAs from the definition. The legislation was re

ferred to the House Committee on Finance where
it is pending.

Other Legislation—Bills on financial planning are
also pending in Hawaii, Illinois, Massachusetts,

New York, and Ohio.

If you are aware of possible legislation in your state,
or would like to help in opposing existing legislation,
contact your state society. For additional informa
tion, call John Sharbaugh in the AICPA State Legis
lation Department at 202-737-6600.
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